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OATH OR AFFIRMATION

I, Thomas Wetmore, swear (or affirm) that, to the best of my knowledge and belief, the
accompanying statement of financial condition pertaining to the firm of Advisors Clearing
Network, Inc., as of June 30, 2004, is true and correct. I further swear (or affirm) that neither the
company nor any partner, proprietor, principal officer or director has any proprietary interest in
any account classified solely as that of a customer, except as follows:

A

Signature

Chief Financial Officer

Title

Notary Public

This report** contains (check all applicable boxes):

M (a) Facing page.

M (b) Statement of Financial Condition.

M (c) Statement of Income (Loss).

M (d) Statement of Cash Flows

M (e) Statement of Changes in Stockholders’ Investment

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

M (g) Computation of Net Capital.

M (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

B (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

M () A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under
Rule 15¢3-1 and the Computation for Determination of the Reserve Requirements Under Exhibit A
of Rule 15¢3-3.

B (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect
to methods of consolidation.

& (1) AnOath or Affirmation.

O (m) A Copy of the SIPC Supplemental Report.

O (n) A report describing any material inadequacies found to exist or found to have existed since the date
of the previous audit.

M (0) Independent auditor’s report on internal accounting conirol

O (p) Schedule of segregation requirements and funds in segregation - customers’ regulated commodity
futures account pursuant to Rule 171-5.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3)
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PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers LLP

350 South Grand Avenue
Los Angeles CA 90071
Telephone (213) 356 6000
Facsimile (813) 637 4444

Report of Independent Auditors

To the Board of Directors and Stockholder of
Advisors Clearing Network, Inc.

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of Advisors Clearing Network, Inc. (a wholly owned subsidiary of
Fiscus Financial LLC) (the “Company”) at June 30, 2004, in conformity with accounting principles
generally accepted in the United States of America. This financial statement is the responsibility of the
Company’s management. Our responsibility is to express an opinion on this financial statement based
on our audit. We conducted our audit of this statement in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the statement is free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the statement
of financial condition, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentatlon We believe that our audit
provides a reasonable basis for our opinion.

The accompanying statement of financial condition has been prepared assuming that the Company will
continue as a going concern. As discussed in Note 1 to the statement, the Company has incurred losses
from operations since its change in ownership and has an accumulated deficit. These matters raise
substantial doubt about its ability to continue as a going concern. Management’s plans in regard to
these matters are also described in Note 1. The statement of financial condition does not include any
adjustments that might result from the outcome of this uncertainty.

@cfe/rd;é@/ ///

August 20, 2004
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Assets
Cash and cash equivalents § 530,524
Cash segregated under regulation 1,000
Deposit with NSCC ’ 20,000
Prepaid expenses and other assets 7,517
Investment, at fair value 1,890
Total assets § 560,931
Liabilities and Stockholder's Equity
Liabilities
Accounts payable and accrued expenses $ 22,700
Due to Fiscus Financial LLC . 880
Total liabilities 23,580
Commitments and contingencies (Note 4)
Stockholder's equity
Common stock, par value $1.00; 1,000 shares authorized;

10 shares issued and outstanding 10
Additional paid-in capital 660,057
Accumulated deficit (122,716)

Total stockholder's equity - 537,351
Total liabilities and stockholder's equity § 560,931

The accompanying notes are an integral part of this financial statement.
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Advisors Clearing Network, Inc.

(A wholly owned subsidiary of Fiscus Financial LLC)
Notes to Statement of Financial Condition
June 30, 2004

1. Organization and Capital Resources

Organization

Adwvisors Clearing Network, Inc. (the “Company”) is a wholly owned subsidiary of Fiscus
Financial LLC (the “Parent™). The Parent is owned 50.5% and 49.5% by ACN Partners L.P. and
Vertical Management Systems, Inc. (“VMS”), respectively. The Company is a broker-dealer
registered with the National Association of Securities Dealers, Inc. and the Securities and
Exchange Commission pursuant to the Securities Exchange Act of 1934, The Company’s primary
business is the clearing of mutual fund trades for introducing broker-dealers. As of June 30, 2004,
the Company has not commenced operations of its primary business.

Capital Resources :

The accompanying financial statement has been prepared on a going concern basis. Based upon
the Company’s current cash resources and management’s estimate of cash flows for fiscal 2005,
the Company’s cash flows may not be sufficient to fund operations in the future. The financial
statement does not include any adjustments relating to the recoverability and classification of
recorded asset amounts or the amounts and classification of liabilities that might be necessary
should the Company be unable to continue as a going concern. The Company’s continuation as a
going concern is dependent upon its ability to acquire customers and generate sufficient cash flow
from operations to meet obligations on a timely basis. The Company may require additional
financing in order to execute its business plan and to meet its working capital requirements.
Management is currently seeking the continuation of financing from the Parent, which is in turn
funded by ACN Partners L.P., as either debt or equity financing to the Company. There can be no
assurances that the Company will be able to obtain a continuation of financing, that the Company’s
projections of its future needs will prove accurate, or that any continuation of financing would be
sufficient to continue operations. These matters raise doubt about the Company’s ability to
continue as a going concern.

2. Summary of Significant Accounting Policies

Basis of Presentation
The accompanying financial statement has been prepared in accordance with accounting principles
generally accepted in the United States of America.

Cash and Cash Equivalents :
Cash and cash equivalents, which consist of cash in a bank and cash invested in money market
funds, are defined as highly liquid short-term investments having an original maturity of three
months or less.

Cash Segregated Under Regulation

A special reserve account of $1,000 represents cash segregated under federal regulations and is
deposited in a special reserve bank account for the exclusive benefit of customers under Rule 15¢3-
3 of the Securities and Exchange Commission.

Investments :
Investments consist of 300 shares of NASDAQ stock. The carrying value of the Company’s
investments approximate their fair value at June 30, 2004,
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Income Taxes

The Company accounts for income taxes in accordance with Statement of Financial Accounting
Standard (“SFAS”) No. 109, Accounting for Income Taxes. Under SFAS 109, deferred tax assets
and liabilities reflect the future tax consequences of the temporary differences between the
financial reporting and tax bases of assets and liabilities,

Current income tax expense (benefit) is the amount of income taxes expected to be payable
(receivable) for the current year. A deferred income tax asset or liability is computed for the
expected future impact of differences between the financial reporting and tax bases of assets and
liabilities, as well as the expected future tax benefit to be derived from tax credit and loss
carryforwards. Deferred income tax expense is generally the net change during the year in the
deferred income tax asset or liability. Valuation allowances are established when necessary to
reduce deferred tax assets to amounts that are more likely than not to be realized. The effect of tax
rate changes is reflected in income during the period such changes are enacted.

Use of Estimates

The preparation of the accompanying financial statement in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities as of the date of the financial
statement and the reported amounts of income and expenses during the reporting period. Actual
results could differ from those estimates.

Professional Fees ' ‘
Through the year-ended June 30, 2003, the Company recorded financial statement audit expense in
the period in which the services were rendered, which was generally after the fiscal year-end being
audited. In fiscal 2004, the Company changed its policy and began accruing for the expected costs
of audit services in the fiscal year being audited. The change had the effect of increasing accounts
payable and accrued expenses at June 30, 2004 by approximately $20,000.

3. Related Party Transactions

Effective July 31, 2003, the Company entered into a services agreement (the “Agreement”) with
~ the Parent. Under the Agreement, the Company will pay the Parent for certain expenses related to
facilities and services provided to the Company by the Parent.

4. Commitments and Contingencies

The Company is obligated to assume any exposure related to nonperformance by its customers. In
the event a customer fails to satisfy its obligations, the Company may be required to purchase or
sell securities at prevailing market prices in order to fulfill the customer’s obligations. At June 30,
2004, the Company had no such obligations.

5. Income Taxes

As of June 30, 2004, the Company has a deferred tax asset of $57,271, which consists of the tax
effect of federal and state net operating loss carryforwards of $142,363 (which may be available to
offset future taxable income), as well as an unrealized loss on investment of $1,410. Since the
realization of deferred tax assets resulting from net operating losses is uncertain, management has
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recorded a valuation allowance for the entire amount of the asset. The federal net operating loss
carryforwards begin to expire in 2023, and the California net operating loss carryforwards begin to
expire in 2013. .

6. = Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio
of aggregate indebtedness to net capital, both of which are defined terms, shall not exceed 15-to-1.
At June 30, 2004, the Company had net capital of §523,218, which exceeded the minimum net
capital requirement by $273,218. The Company's ratio of aggregate indebtedness to net capital
was 0.05 to 1 at June 30, 2004.



